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CPA CONSULTING SERVICES:
A NEW STANDARD

CONSULTING SERVICES
STANDARDS ISSUED

The first Statement on Standards for
Consulting Services (SSCS) has been
approved and issued by the MAS Ex
ecutive Committee. The Committee also
approved a change in the division’s
name, which is pending Board approv
al. The new SSCS is effective January 1,
1992, and supersedes the statements
on standards for management advisory
services (SSMASs). (See related articles
on this page and page 3.)
AFFILIATION FOR NON-CPA
PROFESSIONALS APPROVED

The AICPA Council has approved a plan
to allow non-CPA professionals with
CPA firms to become affiliated with
Institute divisions such as the MAS
division. These professionals may be
come section associates, not Institute
members, and they must be sponsored
by an Institute member.
Recognizing the multidisciplinary
nature of many CPA firms, the Institute
now has a means of direct communica
tion with their non-CPA professionals.
The plan will enhance the professional
character of the Consulting Services
provided by CPA firms. The section
associates must adhere to the Code of
Conduct. They will have direct access to
Institute publications and CPE courses.
The result will be better integration of
their skills into the CPA environment.
Continued on page 5
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The new SSCS offers important definitions and a
clarification of who’s affected.
BY MONROE S. KUTTNER

The first Statement on Standards for Consulting Services (SSCS),
Definitions and Standards, being issued this month by the American
Institute of CPAs to supersede the current statements on standards
for management advisory services (SSMASs), contains guidance that
affects virtually every public practitioner. Its most significant impact
is its definition of the broad range of functions considered CPA
consulting services, not the establishment of new performance
requirements. The statement also defines and describes the CPA’s
responsibilities on consulting engagements.
The SSCS establishes in the professional literature that CPAs also are
consultants who provide a wide range
of business and management services
for clients. CPAs have always served as
consultants to their clients. However,
the terms used by the Institute for those
services—management services and
then management advisory services—
did not communicate to clients and the
public the full range of the CPA’s con
sulting services.
The new SSCS supersedes the
SSMASs on January 1, 1992. When the
SSMASs were developed, MAS was
viewed as a consulting service con
cerned solely with providing advice and
technical assistance to management.
Over the past decade, the changing
marketplace has caused a steady evo
lution in the scope and mix of consulting
services. Today, these services often go
beyond the assistance envisioned in
the original SSMASs. The current range
Reprinted with permission from the Journal of
Accountancy, November 1991, © 1991.

of CPA firm consulting services is refleeted in the six functions described in
the new SSCS.
AN IMPORTANT CLARIFICATION

The new standards will help solve a
significant problem. In the years since
the SSMASs were issued, many mem
bers did not recognize that their
business consulting services, often
rendered informally, were either MAS
consultations or MAS engagements as
described in the SSMASs—and there
fore subject to those standards.
The term “management advisory
services” often is misunderstood as re
ferring to a narrow set of services apart
from those most CPAs in general prac
tice provide to clients. The services
frequently are thought to require
training in disciplines not related to
accounting. The service most widely
recognized as MAS is computer con
sulting. However, members often don’t
realize other frequently provided con
sulting services (such as informal
Continued on page 2
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CONSULTING SERVICES
Continued from page 1

business advice, assistance to clients
in securing loans, budgeting, business
planning, business valuation, financial
ratio analysis, cash and inventory
management) are subject to the
SSMASs.
The new statement makes it clear
that all these services are consulting
services. The statement applies to every
member in public practice who pro
vides a client with any of the services it
describes. For example, one of the six
practitioner consulting functions is to
provide consultations (informal advice)
on business and management matters.
Therefore, an auditor or tax practitio
ner will be subject to the consulting
services standards when providing such
informal advice (unless it is excluded as
being part of an excluded audit, tax or
other service)—as well as any of the
other, more formal consulting func
tions identified in the SSCS.
Of the seven standards in the SSCS
applicable to all consulting services,
four come directly from Rule 201 of the
AICPA Code of Professional Conduct
and apply to all professional services,
as does the entire code unless otherwise
stated. The remaining three are very
similar to the SSMAS standards. What
is new is a clear statement of what kinds
of services the SSCS covers, so practi
tioners will more easily identify the
areas to which it does and does not
apply.
WHAT ARE CONSULTING
SERVICES?

Consulting services are defined as pro
fessional services that employ the
practitioner’s technical skills, educa
tion, observations, experiences, and
knowledge of the consulting process.
The statement names and describes six
functions subject to the SSCS. The
AICPA now will apply the term “consult
ing services” to all of these functions.
It is impossible to provide a list of
every potential service that can be per
formed in keeping with those six
functions, and the SSCS doesn’t at
tempt to do so. It does provide a few
examples in each area. The reason for
identifying six separate functions is that
the consultant’s role in each differs,
depending on the purpose of the ser
vices rendered.
The six functions and their purposes
are
■ Consultation: Provide a rapid re
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sponse to a client inquiry that requires
little or no research.
■ Advisory service: Develop findings,
conclusions and recommendations for
client consideration and decision mak
ing.
■ Implementation service: Put an ac
tion plan into effect.
■ Transaction service: Provide ser
vices related to a specific client
transaction, generally involving a third
party.
■ Staff and other support services:
Perform tasks specified by the client.
■ Product service: Provide the client
with a product and associated profes
sional services.
The SSCS standards apply to all six
functions, so it’s not important to deter
mine which function a service falls
under. The SSCS describes the func
tions to illustrate for members the range
of services to which the standards ap
ply. (See the article on page 3 for a
further discussion of all of these func
tions.)
The new SSCS also identifies CPA
services that are not consulting ser
vices and not subject to its guidance.
They are services covered by the state
ments on auditing standards,
statements on standards for attesta
tion engagements and statements on
standards for accounting and review
services, as well as engagements spe
cifically to perform tax return
preparation, tax planning-advice, tax
representation, personal financial
planning, or bookkeeping services. Also
excluded are recommendations and
comments prepared during the same

engagement as a direct result of obser
vations made while performing excluded
services.
CLIENT-ORIENTED STANDARDS

By adding three general consulting
standards for all consulting services to
the four general standards from Rule of
Conduct 201, the new SSCS provides a
basis for professional services specifi
cally intended to meet client needs.
The first of the general consulting
standards sets the tone for CPA con
sulting services. It says the practitioner
should “serve the client interest by
seeking to accomplish the objectives
established by the understanding with
the client while maintaining integrity
and objectivity.” The language of the
standard makes it clear that the CPA
consultant does not abandon integrity
and objectivity even though the client’s
need is the basis for the engagement.
The second and third general con
sulting standards state important
requirements for such services. The
standards require consulting services
to be rendered based on an under
standing with the client and require
appropriate information to be commu
nicated to the client. They do not,
however, dictate how this should be
accomplished. For example, oral un
derstandings and reports are always
permissible; the practitioner’s profes
sional judgment will determine what
must be written.
CONSULTING SERVICES
FOR ATTEST CLIENTS

The SSCS directly addresses an issue

EVOLUTION OF A PRACTICE AREA
Much has changed in CPA practices since the concepts embodied in the
SSMASs were developed 17 years ago. The changing and growing needs of
clients, technological advancements and globalization have significantly affected
the nature of services provided by many CPA firms, ranging from sole
practitioners to the largest international firms.
Today, 84% of the more than 5,000 members of the AICPA division for
management advisory services are with local firms, according to a recent
member survey. The individual survey respondents devote a median of 23% of
their professional time to consulting services. Some of the largest CPA firms
obtain over 30% of their fees from consulting services, more than double the
figure of 17 years ago.
The new SSCS is a reflection of the growth in this practice area. There were
no formal MAS standards until the AICPA issued nonbinding standards in
1974. Seven years later, the MAS executive committee issued the first binding
statements on standards for management advisory services, which were very
similar to the first standards.
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that has concerned CPA consultants
for many decades. It says performing
consulting services for an attest client
does not itself impair independence;
however, professional and government
requirements may prohibit providing
certain consulting services for attest
clients.
This means existing standards and
requirements govern whether a specific
consulting service may be provided to
an attest client. Since professional and
government requirements vary and are
subject to change, it is impracticable to
list prohibited services. A service itself
is not prohibited, but the standards or
regulations applicable in a specific
situation may prohibit it. The SSCS
makes the point that professional stan
dards requiring independence apply
only to attest clients. In some cases,
however, CPA firms that have their own
independence requirements may apply
them to all client relationships. For
example, Institute standards do not
prohibit providing consulting services
to a client who is a close relative if no
attest services are provided; some firms
may not make that distinction in their
internal standards.
OTHER CONCERNS ADDRESSED

The new SSCS makes it clear that the
understanding with the consulting ser
vices client is the primary determinant
of a CPA’s responsibility to that client.
The statement also provides a needed
distinction between attest and con
sulting services and between consulting
services for attest clients and for clients
for whom no attest services are going to
be performed.
The SSCS also recognizes the impor
tance to consulting services of a 1989
AICPA ethics interpretation, “Conflicts
of Interest” (102-2 of Rule 102). The
interpretation deals with the kinds of
conflict-of-interest questions that may
arise on a consulting services engage
ment. This interpretation is important,
for example, in a situation that involves
a CPA consultant who happens to have
a significant relationship with a vendor
whose products or services will be rec
ommended or implemented in the client
engagement.
Another important concept embod
ied in the new SSCS is that the
understanding with a client may in
clude constraints on the scope of a valid
consulting engagement. The CPA con
sultant can accept a client’s proposed
contractual limitations even if they cur

tail work that the CPA consultant might
believe is appropriate for this particular
engagement.
A BETTER UNDERSTANDING

The two key aspects of the new SSCS
are that it reinforces the understanding
with the client as the primary determi
nant of CPA and client responsibilities
in a consulting engagement, and that
the definitions of the range of CPA con
sulting services are more accurate. Since

almost every CPA in public practice will
provide one or more types of consulting
services to a client sometime in his or
her career, this new statement will af
fect every practitioner. It should
eliminate many misunderstandings on
the nature and extent of CPA consult
ing services.
CPA

MAS

Monroe S. Kuttner is the director of the
American Institute of CPAs Management
Advisory Services Division.

PRACTICAL DEFINITIONS OF SIX
CONSULTING FUNCTIONS

A broad range of services come under the new
guidance.
BY ROGER E. MUNS, ROBERT S. ROUSSEY AND WILLIAM E. WHITMER

Many CPAs are key business advisers for their clients. They have
earned this position of trust through demonstrated competence,
integrity, and objectivity. They help to disseminate good ideas among
their clients and to prevent potential problems from becoming actual
ones. In providing these services, CPAs now must adhere to the new
Statement on Standards for Consulting Services (SSCS), Definitions
and Standards, which supersedes the statements on standards for
management advisory services (SSMASs). CPAs need to know which
services fall under the new SSCS and how they differ from attest
services.
The SSCS applies to a much broader
range of services than did the SSMASs.
Six practitioner functions fall under the
SSCS. It would be impracticable to enu
merate the separate consulting services
that could be performed under these
functional groupings; the groupings are
used to enable CPAs to recognize when
a service they perform is subject to the
SSCS by identifying the purpose of the
service or engagement.
Each of the six consulting functions
is distinguished by characteristics fo
cused primarily on its purpose and the
CPA’s role, not on the consulting
service’s subject. The consulting stan
dards in the new SSCS apply to all six
Reprinted with permission from the Journal of
Accountancy, November 1991, © 1991.

functions. This article expands on the
SSCS descriptions of these functions so
CPAs can better understand how the
standard applies to them.
CONSULTATIONS

These are completed in a short time and
based mostly, if not entirely, on the
practitioner’s existing personal knowl
edge. For example, during a meeting or
over lunch, the client may seek initial
informal advice on various matters, such
as
■ Should we centralize our distribu
tion centers?
■ Can our present accounting sys
tem handle our company’s expanding
needs?
■ What is your opinion of our busi
ness plan?
3
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■ We are constantly short of cash.
What are our financing alternatives?
Many consultations are initiated by
practitioners who serve clients
proactively by questioning their cur
rent practices or mentioning future
opportunities. A CPA might make ob
servations such as
■Your customers wait two weeks for
orders while your competitors give threeday service. Let’s find the bottlenecks.
■ We need to consider changes in
technology and the possible resulting
opportunities for your company.
■ There may be ways to reduce your
inventory, such as. . . .
Consultations often result in formal
consulting engagements involving one
or more of the other consulting ser
vices. There may be no documentation
of a consultation, but many believe a
letter or memo outlining discussions
with the client is appropriate and use
ful.
ADVISORY SERVICES

These usually involve detailed studies
to develop findings, conclusions and
recommendations for client consider
ation and decision making. They often
require a significant understanding of
business operations and the unique
aspects of the client’s industry. Some
services require specialized technical
knowledge of areas that go beyond the
scope of accounting, such as compen
sation and benefits planning, systems
design, and marketing.
Advisory services may follow a con
sultation and precede implementation
services. Client personnel may be as
signed to the project team. They can
bring considerable knowledge to the
project’s activities and can play a criti
cal role in the acceptance and
implementation of final recommenda
tions. The consulting process defined
in the SSCS typically involves determi
nation of client objectives, fact-finding,
definition of the problems or opportu
nities, evaluation of alternatives,
formulation of proposed action, com
munication of results, implementation
and follow-up. Except for the process of
implementation and follow-up, this
methodology often serves as the en
gagement structure.
Advisory services generally conclude
with a written report that may include
the project’s objectives, the approach
taken to perform the project, the data
acquired, conclusions and recommen
dations and a plan for implementing

recommendations.

tion to someone else’s assertions.

IMPLEMENTATION SERVICES

STAFF AND OTHER SUPPORT
SERVICES

These are primarily concerned with get
ting things done—putting into operation
a plan or recommendations the client
has accepted. Their success or failure
may relate directly to the quality and
completeness of any preceding advi
sory services. In some cases the
practitioner may be engaged to perform
an implementation service without
having provided advisory services.
Services include implementing op
erational audit recommendations, a new
incentive compensation system,
changes to an organization’s structure
or an improved computer system.
Implementation services engage
ments may be quite complex and are
generally administered using a detailed
action plan that lists steps to be per
formed and specifies who’s responsible
for each, the budgeted time, and the
deadline. On large engagements, a
majority of the project team may come
from the client’s ranks. Normally, the
practitioner manages the implementa
tion engagement but occasionally may
provide only functional and technical
expertise. On smaller implementation
services engagements, the project team
may consist of the practitioner alone.
These services are action-based rather
than report-based, but it is useful to
end the engagement by advising the
client of its completion and summariz
ing its accomplishments in writing.

These occur when the practitioner pro
vides staff and other support services to
accomplish tasks directed by the client.
The CPA profession has highly talented
and motivated professionals able to
respond to client needs. These are
usually short-term staffing needs but
may be of a recurring nature.
Examples of these services include
data processing facilities management,
computer programming, bankruptcy
trusteeship, and controllership activi
ties. The client determines a need and
asks the CPA to supply one or more staff
people to perform the work. In a data
processing facilities management en
gagement, for example, the CPA firm
may provide all staff needed to perform
the client’s data processing function
and possibly the equipment as well.
Obviously, a CPA firm cannot audit a
client and be considered independent if
staff services involve assuming a man
agement role. Some firms may resign as
clients’ auditors to provide staff sup
port services that include a management
role. Others may decline to accept such
engagements to retain an audit. The
client understanding for such services
must be very clear and specific about
the practitioner’s responsibilities and
the direction to be provided by manage
ment.
PRODUCT SERVICES

TRANSACTION SERVICES

These relate to a specific client transac
tion and generally involve a third party.
Examples include insolvency services,
business valuations, preparing infor
mation to obtain financing (excluding
historical or prospective financial
statements), analysis of a potential
merger or acquisition, and litigation
services.
Transaction services do not focus on
improving the economy, efficiency or
effectiveness of an organization. Instead,
they are concerned with a current or
probable transaction. The practitioner’s
functions in transaction services may
be a combination of the other consult
ing services but are transaction-driven.
These services are treated separately
because they often involve a third party
and must be distinguished from attest
services. Written reports may include
the practitioner’s own findings and
conclusions, which are not an attesta

These occur when the practitioner pro
vides a product and associated
professional services in support of its
installation, use, or maintenance. A
firm may develop or market products to
help promote its professional services.
Examples include a packaged training
program and, most commonly, ac
counting software.
Products are a vehicle to offer costeffective services to clients when a
unique response to a client’s needs is
not necessary. The CPA’s aim is the
successful implementation and sup
port of the product.
ENHANCED PERFORMANCE

The definition of consulting services in
the new SSCS is quite broad. By issuing
the SSCS, the MAS executive commit
tee and its practice standards and
administration subcommittee have
made it official that the six consulting
Continued on page 5
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Continued from page 4

NEW CHAIRMAN
FOR MAS EXECUTIVE
COMMITTEE

Joseph A. Puleo has been appointed
Chairman of the MAS Executive Com
mittee. Puleo succeeds Gene Williams,
who has taken early retirement from
Coopers & Lybrand and will not con
tinue serving on the committee.
Some years ago, Puleo served as a
member of the committee. Since then,
he has served on the AICPA’s Manage
ment of an Accounting Practice (MAP)
Committee and on the IndependenceBehavioral Standards Subcommittee of
the Professional Ethics Division. He
has also served for four years and will
continue to serve as a member of the
AICPA’s governing Council. Puleo is
past president of the Connecticut Soci
ety of CPAs.
Before starting his local CPA practice
in 1979, Puleo was a full-time consult
ant with big-six and mid-sized firms.

functions provided by CPAs are appro
priate professional services. The
performance of all the consulting ser
vices encompassed by the six functions
will be enhanced by this professional
recognition and by the application of
the three client-oriented standards es
tablished in the SSCS.
CPA

MAS

Joseph Puleo, MAS Executive Committee
Chairman

Currently he is with the firm of Puleo &
Thompson, P.C. in Hamden, Connecti
cut. He is a contributing editor to the
MAS department of the Journal of Ac
countancy.
Puleo’s broad experience with CPA
consulting practices of various sizes
and his record of service to the AICPA
provide an excellent background to lead
the MAS Division into a new era of
Consulting Services.
CPA

ROGER E. MUNS, CPA, is chief financial
officer of the Hughes-Rawls Corporation,
Jackson, Mississippi. He was chairman of
the American Institute of CPAs management
advisory services practice standards and
administration subcommittee, which draft
ed the SSCS for the AICPA MAS executive
committee. ROBERTS. ROUSSEY, CPA, is a
partner in the Chicago office of Arthur
Andersen & Co. WILLIAM E. WHITMER,
CPA, is a partner in the Atlanta office of
Ernst & Young. Messrs. Roussey and
Whitmer are members of the MAS practice
standards and administration subcommit
tee.

MAS
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MAS DIVISION
COMMITTEES
Division members who wish to serve on
any of the Institute’s MAS committees
should submit their applications no
later than January 1992 for possible
appointment effective October 1992.
Each committee’s activities are de
scribed below.
We advise members in larger firms
and nonpartners to seek firm clearance
to serve before submitting applications.
Service generally involves three twoday meetings a year, held at various
locations across the country, and
completion of assignments between
meetings.
The MAS Executive Committee de
velops and interprets standards for
Consulting Services and certain attest
services. The committee also considers
current developments that might affect
Consulting Services practices, and it
communicates technical information to
practitioners and assists them in pro
viding services through, for example,
practice aids and reports developed by
the subcommittees.
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The Computer Applications Sub
committee develops material on
computer-based client application sys
tems for publication as technical
practice aids, special reports, and other
appropriate AICPA publications.
The Litigation Services Subcommit
tee develops educational materials and
practice aids on litigation services and
monitors activities in this area.
The Practice Standards and Admin
istration Subcommittee develops and
interprets the Statement on Standards
for Consulting Services for the Execu
tive Committee. It also develops practice
administration aids and undertakes
other projects that enhance a
practitioner’s ability to manage and
administer Consulting Services.
The Small Business Consulting
Practices Subcommittee develops small
business consulting practice aids. It
undertakes other projects that enhance
a practitioner’s ability to advise and
assist small business clients.
The Technical and Industry Con
sulting Practices Subcommittee
develops both technical and industry
practice aids using task forces of se
lected volunteers.
CPA

MAS

DIVISION ANNUAL MEETING HELD

The third annual meeting of the Divi
sion for Management Advisory Services
was held on November 15 at the
Institute’s New York offices. The agenda
included reports of the activities of the
MAS Executive Committee and its sub
committees and task forces, and of
state MAS committees and CPA firm
association MAS committees.
Discussions of the new standards
and of affiliate membership were high
lights of the meeting. Division members
may request a copy of the meeting min
utes by writing or calling the division
office at (212) 575-6290.
NOMINATIONS FOR 1992-1993
COMMITTEE SERVICE

Division members interested in serving
on an AICPA MAS committee should
contact their State Society or write to
the Committee Appointments Coordi
nator at the AICPA for information and
an application form. (See this page for a
description of the committees.) Open
ings are limited, and selection is based
on the candidate’s ability to contribute
to the work of the committee as indicated
by background, experience, and prior
AICPA committee service.
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PUBLICATIONS REVIEW

Small Business Consulting: Making
It Work, by William L. Reeb, CPA, and

Stephen L. Winters, CPA. New York:
AICPA, 1991. 292 pages, $44.00.
Product no. 003570.

Originating with the Texas Society of
CPAs, Small Business Consulting was
revised and published by the AICPA for
its national membership. It is an excel
lent example of the advantages of a
practitioner-authored work. In their tellit-like-it-is approach, Reeb and Winters
provide practical advice on avoiding
pitfalls in building a viable—and prof
itable—small business consulting
practice. Their guidance is based on
individual experience, rather than
technical manuals, standards, and
practice aids.
For example, it begins by showing
how trying to be all things to all clients
as a small business consultant is likely
to result in the failure of the consulting
practice. It proposes that CPA firms
avoid this outcome by adopting one of
two strategies that provide a much bet

ter chance for success: the “fortress”
strategy or the “empire” strategy. The
fortress strategy involves viewing the
strengths and weaknesses of CPA con
sulting practices and taking a practice
development approach that focuses on
maintaining the current client base and
avoiding financial risks. The empire
strategy is for the firms that wish to
provide Consulting Services to bring in
new clients.
In a chapter entitled “Delivering Val
ued Services,” the authors provide an
important insight into what must be
done to develop a successful small
business consulting practice. It is
something a practitioner should know
intuitively, but somehow might miss in
the heat of making a proposal for
Consulting Services. The key is to “offer
the services in increments the client
can afford.” Many a lost engagement
would have been won by using this
advice! The chapter then goes on to
show how, by separating engagement
work the CPA must do from work the
client can do, an engagement can be
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retained even when money to pay for it
is limited.
There are chapters devoted to two
important functions that usually are
not featured in AICPA practice aids:
billing, and sales and marketing. Few
consulting practices will survive if they
fail to address these elements—and
here, finally, is a book that describes
specifically what CPA small business
consultants can do.
About half of the book is devoted to
specific areas in which Consulting Ser
vices can be provided for small business
clients: strategic planning, obtaining
funds, assisting start-up businesses,
and protecting assets.
The final portion of the book in
cludes the AICPA’s standards.
Unfortunately, the book was published
before the new Statement on Standards
for Consulting Services (SSCS) was is
sued. Therefore, it dwells on the
superseded SSMASs and includes the
exposure draft for the SSCS, which has
been revised considerably.
CPA

MAS
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